
[ I  COU NCI L COMMUNICATION 

APPROVED: 
H. DIXON FLY" 

AGENDA TITLE: 

MEETING DATE: 
PREPARED BY: 

Public Hearing to Consider the Establishment of a City 
Charter 
March 6, 1996 
City Attorney 

RECOMMENDATION: Council to conduct a public hearing to consider whether or 
not the City of Lodi should adopt a charter. 

BACKGROUND: On May 7, 1995 the Council designated itself as a charter 
committee to oversee the drafting of a City Charter. The 
previously developed schedule indicated that meetings 

would be held for public input during the months of July through December 1995. Clearly that did 
not occur. If the City is to put the matter before the electorate in November of 1996, it is necessary 
to move on a rather expedited schedule of public hearings to accomplish the acquisition of input for 
the formation of the charter. The March 6, 1996 public hearing is the first of such meetings. 

Since the placement of the question of whether or not to have a charter is characterized as a ballot 
measure, it is necessary that the decision to place the matter on the ballot be done by July 19, 1996. 
This date is based upon the time periods that need to be accommodated for the filing of arguments 
for or against the particular ballot measure. 

FUNDING: None Required. 

Respectfully submitted, 

Randall A. Hays 
City Attorney 
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NOTICE OF PUBLIC HEARING 
Date: March 6, 1996 

Time: 7:OO p.m. 

CITY OF LODI 
Carnegie Forum 

305 West Pine Street, Lodi 

I For information regarding this notice please contact: 
Jennifer M. Perrin 

City Clerk I Telephone: (209) 333-6702 

~~ 

NOTICE OF PUBLIC HEARING 

NOTICE IS HEREBY GIVEN that on Wednesday, March 6, 1996 at the hour of 7 : O O  
p.m., or as soon thereafter as the matter may be heard, the City Council will conduct a 
Public Hearing at the Carnegie Forum, 305 West Pine Street, Lodi, to consider the 
following matter: 

a) Possible establishment of City Charter 

All interested persons are invited to present their views and comments on this matter. 
Written statements may be filed with the City Clerk at any time prior to the hearing 
scheduled herein, and oral statements may be made at said hearing. 

If you challenge the subject matter in court, you may be limited to raising only those 
issues you or someone else raised at the Public Hearing described in this notice or in 
written correspondence delivered to the City Clerk, P.O. Box 3006, at or prior to the Public 
Hearing. 

By Order of the Lodi City Council: 

Dated: February 21, 1996 

Approved as to form: 

Deputy City Attorney 

J:\CITYCLRI<\FORMS\NOTGEN.DOC 2/20/96 



M E M O R A N D U M  F R O M  T H E  
O F F I C E  O F  T H E  C I T Y  

A T T O R N E Y  

DATE: March 6, 1996 

TO: Honorable Mayor & City Council Members 

FROM: Randy Hays, City Attorney 

RE: Prevailing Wage A Perspective 

In reviewing the file which I have regarding the prior activities of the City Council relative to the 
question of a city charter, one of the items that seems to be of importance is the question of 
prevailing wage. Therefore the purpose of this memo is to flesh out that topic relative to some 
real numbers. The real numbers are based upon information provided to me by the Public Works 
Department regarding public works projects that include general fund funded projects and 
enterprise fund funded projects. 

The key here is that only those public works projects which contain only City of Lodi dollars are 
counted. That is because if you have a public works project which has state dollars or federal 
dollars in it, it is required under the terms of the receipt of those dollars that either California 
Prevailing Wage Rates are paid or that federal Davis-Bacon Act wage rates are paid. There is no 
way around those requirements. With regard to the numbers provided a couple of assumptions 
were made. On an average it is assumed that fifty percent of the dollars in a public works project 
are attributable to labor. That doesn’t hold true for all projects. Some of the projects were 
significantly less labor intensive. Those were assumed to have labor costs of twenty percent. 

The following numbers represent the labor dollars that were susceptible to some savings possibly 
for the years listed: 

1991 $ 52,632 

1992 $ 32,495 

1993 $ 21,347 

1994 

1995 

$ 446,928 

$1,011,834 
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These numbers represent dollars from the general fund. It should also be pointed out that 1994 
and 1995 really represent inflated numbers since in those years the City had extraordinary 
expenses associated with the refurbishing undertaking of old City Hall. 

For enterprise fund expenditures the figures are as follows: 

1991 $136,650 

1992 

1993 

1994 

1995 

$205,547 

$ 57,499 

$226,796 

$446,574 

Whether or not any money would be saved by not being compelled to pay prevailing wage on the 
labor numbers just referenced is the real subject of the debate. However, there is certainly an 
argument to be made that some savings would occur. The level of savings that can occur is 
really not a known quantity. However, you frequently hear numbers in the range of 15 to 20% 
being available to be saved. If for the sake of argument you use 15 or 20% the amount of dollars 
that potentially can be saved on labor costs would simply be that percentage times the numbers 
that are contained in this memo for the various years. 

This memo does not attempt to say that there in fact would be savings since it is not possible to 
know how a particular job would be bid. The idea of this memo however is to put some flesh 
onto a skeleton in order to guide any discussion on this issue. 

Respectfully submitted, 

s,’C& Attorney 

cc: City Manager 
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RE: CITY CHARTER 

I wish to voice my opposition to dimination of the prevailing wages proposed by this new 
charter. 

I am an estimator for a major employer in the Stockton area and the prevailing wage allows us to 
provide work for our local employees. Prevailing wage allows to provide a living wage, health 
and welfare benefits, and pension benefits. It also provides health and welfare for pensioned 
workers as well as providing for apprenticeship training. 

I have been estimating and doing field work as an Operating Engineer since 1964 and have had 
the opportunity to bid for both union and non-union contractors and it is a total fallacy that by 
doing away with prevailing will save you money. 

Having to bid jobs for the non-union employer I've had to increase the prices because of 
questionable productivity and sub standard equipment. This has led to prices being somewhat 
higher than union contractors. Also figured into various bids is the reality that the non-union 
contractor usually tries to negate the plans and specifications. 

I am proud to have lived in the Lodi/Stockton area and have given many, many hours and days, 
weekends and holidays over the past twenty years to officiating swim meets for the LODI CITY 
SWIM CLUB, TOKAY HIGH SCHOOL SWIM PROGRAM, and the LODI HIGH SCHOOL 
SWIM PROGRAM. If1 were not getting a decent prevailing wage; I would not have been able 
to donate this time to the development of the children in this area. 

I have even had the pleasure of watching some Council members both past and present children 
develop into class A swimmers and water polo players. 

I feel by donating my time in this more than pays back my appreciation for the community: . 

Please if this Charter proposal is introduced again keep this letter in your files for reference. 
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BACKGROUND 

Definition of Prevailing Wage Laws 

The federal Davis-Bacon Act and the state prevailing wage standards require construction 
conmcLors working on government funded projects to pay their employees wages no less than the 
average wage paid in their occupation by private contractors in the locality. The first prevailing 
wage s a t e  was passed by the state of Kansas in 189 1. Laws applying to federally funded contracts 
WSCI: passed in 193 1. Prevailing wage laws were enacted to maintain community wage standards, 
support local economic stability and to protect taxpayers from sub-standard labor on state and 
federal projects. 

Along with 3 1 other states and the District of Columbia, Wisconsin has its own prevailing 
wage law, known as "little Davis-Bacon." The provisions of Wisconsin law are similar to those of 
the federal statute, except rhat Wisconsin law does not apply to projects as small as those covered 
by federal statute, and the prevailing wage is defined as the modal (most common) wage. The 
Wisconsin law is also broader in scope, applying to truck drivers and truck rental rates. Prevailing 
wage standards in Wisconsin are determined by the market rate of a given community, measured 
with data from union and non-union f m  by the Department of Industry, Labor and Human 
Rzla~ions. 

Basis for Establishment of Prevailing Wage 

Prevailing wage laws were passed at the national and state level in the 1930's to protect statt 
jobs threatened by out-of-state contractors who hired itinerant laborers at low wages and won 
federal contracts by bidding lower than local companies could afford. These laws scz clear 
parameters to ensure that contractors bid oh public projects on the basis of skill and efficiency, not 
on how poorly they pay their workers. 

The construction industry differs from most industries in the brevity of most projects, the 
short-Lived anachrnent between employers and employees, and the methods used by government 
to contract for work. These factors combine to create fierce downward pressures on wages and 
benefits in public construction projects which go to the lowest bidder. As materials' costs am fairly 
standard for all contractors, wages are one of the few areas in which contractors can gain a 
competitive advantage. Unlike employees in most industries, employees in construction are seldom 
employed for long by a single firm. Instead they work for one firm on one project and when that is 
completed, s e k  work on another project, often with another firm. Weather and industry cycles m a y  
cause long delays beween jobs. Except in periods when construction is booming, employees are 
nor in a position to refuse a job because pay and benefits are substandard. Prevailing wage laws 
were developed to protect wage levels under this competitive bid system. 
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EXECUTIVE SUMMARY 
\ 

The Davis-Bacon Act, established to protect local wage levels on publicly-funded 
construction projects, is king challenged in Congress. Attempts to repeal Davis-Bacon and weaken 
state prevailing wage laws are based on the claim that repeal will bolster state and federal budgets. 
However, in the nine states in which prevailing wage laws were repealed in the 198O's, state budgets 
and taxpayers did not benefit. Ln fact, repeal of these regulations actually resulted in a loss to state 
budgets and had a negative impact on state economies. The problematic consequences of repeal 
included: 

Lower wages for all construction workers 
R e d u d  tax revenues available to state goveinments 
Lower quality construction and increased cost overruns 
A severely weakened system of construction apprenticeship training 
Lncreased occupational injuries and increased costs for workers' compensation 
LoweEd minority participation in construction job training and increased minority 
unemployment in the ski l led o d e s .  

Findings: 

1. The decrease in wages to construction workers due to repeal of wage standards results in 
a major 1 0 s  of tax revenue to state governments. In Wisconsin, repeal of the federal wage 
statute, the Davis-Bacon Act, would lead to a $43 million annual loss in tax revenues. Repeal 
of the sta te  statutes in addition to the federal law would lead to an overall loss of $172 million. 

In states'which repealed prevailing wage laws, average earnings dropped for all construction 
workers -- union, non-union, those working on public projects, and those working on private 
projects. Repeal itself caused an average'decline of $1,483 in earnings (4.9% of construction 
income). 

Repeal of Davis-Bacon would cost Wisconsin's 100,OOO construction workers approximuely 
$45.7 million a year in lost income. This estimate includes projected employment changes 
subsequent to =pal, but does not include possible "ripple effects" occurring when other sw 
residents experience income declines due to reduced spending by construction workers. With 
simulmeous re@ of federal and Wisconsin wage laws, construction workers in Wisconsin could 
lose almost $182.7 million in income. 

2. Repeal of the prevailing wage laws would hurt, not help, the Wisconsin state budget. This 
study shows that the decline in state income and sales tax revenues would exceed the minimal 
savings in construction costs to the state derived from decreasing worker wages. 

If the Davis-Bacon Act is repealed, the tax revenue loss of $4.3 million exceeds the.$1.5 
rmllion savings in construction costs c r h g  a net loss to the state of $2.8 million per year. If both 
the state and federal statutes are eliminated, this loss would more than triple to $1 1.2 million. At the 
national level, researchers predict that the repeal of the Davis-Bacon Act would lead to an increase 
in the federal deficit of $1 billion. Wisconsin taxpayers would ultimately bear a portion of the 
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negative impact of this increase in federal debt. . 
Effect of Repeal of Prevailing Wage Laws 

(in millions of dollars) 

State Law Davis Bacon Both 

Cost Savings - State Projects 4.5 1.5 6.0 

Revenue Loss to State '-12.9 -4.3 -17.2 

Net Effect on State Budget -8.4 -2.8 -11.2 

3. In states that have repealed prevailing wage laws, occupational injuries have increased This 
results in higher w o r k e d  compensation costs. 

Serious construction injuries increased in the states where prevailing wage laws were . 
repealed. Plumbers and pipefitters experienced an average of 15% more serious injuries per year 
following repeal. This increase h . i n J u n e s  is due to a combination of factors -- the use of 
inexperienced workers, a decline in training and cut--throat competition. When contmctors are forced 
10 d u c e  labor COSM, workers are often pressured to speed up and take more chances. These and 
other factors increare accidents in an alrcady hazardous industry. Of the $62 billion speat on 
workers' compensation nationwide, about 30% covers construction-related injuries and illnesses. 
Repeal of Davis-Bacon andor state statutes would c a w  a substantial increase in workers' 
compensation costs in Wisconsin. 

4. Elimination of prevailing wage statutes leads to increased costs associated with the use of 
low-wage workers. 

Lower construction wages in repeal s t a b  have led to reduced levels of worker skill and 
efficiency, higher maintenance costs and a dramatic increasc in project cost overruns. According 
to a HUD Audit Report, poor workmanship resulting from the use of inexperienced or unrkilled 
workers and short cut construction leads to excessive maintenance costs and increased risk of 
defaults and foreclosures. Use of high-wage, high skill labor may lead to lower total final costs, 
particulariy in complex projects where productivity and skill is important. In addition, quality 
construction lowers maintenance costs. Repeal of laws in Utah resulted in additional direct 
consmctioo costs as cost overruns on state road construction tripled. In addition, with repeal, fewer 
construction workers are likely to receive paid health insurance. ?his could cause publicly-financcd 
health care costs to rise, increasing the burden on state budgets. 

5. Current proposals to eliminate prevailing wage statutes threaten the stability of the 
apprenticeship training system. This system ensures a skilled labor force and provides 
minorities with jncreased access to construction jobs. 

Prevailing wage statutes have proven to be a crucial foundation for the apprenticeship 
training system in construction. In Utah, repeal led to the virtual collapse of the apprenticeship 
system. Union capacity to sustain apprenticeship training dwindled. State vocational training did 
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not fill the gap and non-union training systems lacked stability. As competition incrrasad, 
apprentice employees were not released from WO+ for training classes and the graduation rate 
among enrolled apprentices dropped from 95% prior to repeal to 15% after repeal of tbt statutes. 
Utah now faus a significant shortage of skilled workers. Arizona has had a similar experience. 

Proponents of repeal often claim that prevailing wage laws are detrimental to minority 
groups attempting to enter the construction trades. In fact, minority access to construction training 
in repeal states dropped 22%. In addition, the ratio of AfYican-American unemployment to white 
unemployment did not decrease as supporters of repeal had predicted. In fact, after repeal, the 
pmxntage of African-Americans facing unemployment grew at a faster rate than whites in 
construction. 

Conclusion 

The evidence reviewed in this study indicates that the Davis-Bacon Act and Wisconsin's 
prevailing wage laws are kneficial to the State of Wisconsin and its citizens. 
1) Tbe elimination of prevailing wage laws would cost the state more in ta i  re.venue than it would 
save in construction costs. Prevailing wage laws benefit the public budget. 
2) Prevailing wage statutes make economic sense. Wage standards result in lower maintenance costs 
by ensuring construction quality and wntractor stability, a decrease in cost overruns, a lower 
incidence of construction-related injuries and reduced workers' compensation costs. The prevailing 
wage s m c m  supports a strong system of apprenticeship W g  in the construction trades which 
provides access to high-skill work for young people and minorities and ensures the availability of 
skilled labor to the state. 
3) Prevailing wage laws ensure that the competitive bidding process is not used to undermine 
community wage leveIs and Living standards. 

' 
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PREVAILING WAGE STATUTES: LMPACT ON THE STATE ECONOMY 

Mainiuining Local Wage Levels 

Prevailing wage laws were enacted to maintain community wage standards, promoft 
economic stabiliry and protect taxpayers from substandard labor on state and federal projects. The 
Congressional Budget Office (CBO) estimates that the Davis-Bacon Act regulates minimum w a g s  
for 19 to 24% of atl construction in the United States (Thieblot 1986). Allowing for state statutes, 
as much as 30% of all construction is subject to prevailing wage statutes. Prevailing wage laws 
ensure that construction employees are paid the same wages on government and private projeas. 
This is done by requiring that contractors on publicly-funded projects pay the locally prevailing 
wage, the typical wage paid for a building trades occupation in an area. This does not ensure high 
wages, since wages vary greatly by trade and location. Laws do not require that contractors pay 
union wages. Wisconsin sets prevailing wages at the modal (or most common) wage in a given area 
in private projects. Work by Goldfarb and Momall, Bourdin and Levitt, and Allen indicate that the 
prevailing wages set by the U.S. Department of Labor are, at most, slightly above the average 
construction wage. Likewise, these authors find that the Department of Labor does not use union 
r a m  in areas where such rafes are inappropriate. Nationwide, real or inflation-adjusted, earnings 
in the construction industry have been declining in recent years. Allen (1994) estimates that real 
earnings in the industry declined 17% between 1980 and 1992. Repeal of prevailing wage laws 
exacerbates this trend. 

Impact of Repeal on Empbyees 

What happens when prevailing wage laws are repealed? Xn the nine states that repealed their 
prevailing wage laws during the 1980s (Alabama, Arizona, Colorado, Florida, Idaho, Kansas, 
Louisiana, New Hampshire, and Utah) actual construction wages fell 7.5% after repeal. ' 

One recent study evaluated the extent to which this decline in wages was the result of the 
repeal of prevailing wage laws, as opposed to other factors in the 1980s. Controlling for the general 
downwad trend in real construction earnings, variations in state unemployment rates and regional 
differences in wages, repeal cost construction workers a 4.9% reduction wages, or $1.483 per 
person per year. ( P u p s  et al. 1995).2 The effects of state repeals of prevailing wage laws are not 
isolated to union workers or publicly-fmanced construction. All construction workers were hurt - 
union and non-union, workers on private projects, as well as workers on government projects. 

~n utah. which repealed its s w t e  in 1981, wages declined and skilled workers left the state 
or sought employment in other industries. Various researchers have found that construction wages 
fell markedly throughout the state following repeal (Azari-Rad et al. 1994; Philips et al. 1995). Low 
wages have caused experienced workers to leave the industry and younger workers to  leave when 
they form families. The subsequent decline in the availability of skilled workers has forced 
employers to cany larger permanent crews, kcreaskg their labor costs (Azari-Rad 1994). Arizma, 
which also repealed a state prevailing wage law in the 1980s, has similar problems in its 
construction labor market. The Wall Sfreef Journal reports that, even in boom periods, wages and 
benefits for privace residential construction arc so low that contractors are unable to retain skilled 

, 
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workers (Tomsho 1994). 
what would happen in Wisconsin if the state prevailing wage law were repded? hpOnenk 

of repeal agree that wages would fall sharply (Wisconsin State l o u m l  1/13/95) but they have 
produced inflated estimates of the likely decrease.' The best estimate -- from the study of what 
happened in the nine repeal states -- is that annual earnings would fall between $1,483 and $2016 
on average for the approximately 100,OOO construction workers in Wisconsin. (Construction 
employment varies seasonally from 85,000 to 115,OOO workers). This would generate a first-order 
loss of employee income of between $148.3 and $201.6 million dollars. (By fmt-order, we m a n  
the loss estimates ignore further economic effects - that of reduced income to other state midents 
generated from the drop in spending on the part of construction workers, and also increased incorn; 
from an expected slight increase in construction employment). Higher figures represent the actual 
experience in the states that repealed prevailing wage laws; lower estimates are from the Philips 
regression analysis. Considering likely employmenf egecCS, Wisconsin would lose $137 milZion 
d o h  in construction income porn the repeal of the stale's prevailing wage Jaw. ' Wisconsin 
construction workers and thek families, whether or not they work on public projects, would l o x  
from the repeal of s t a ~ e  prevailing wage laws. 

The impact of repealing the federal prevailing wage law, the Davis-Bacon Act, is less 
certain. Since f e d e d  construction volume is about 1/3 of state construction volume, repeal of the 
f d e d  stafue would have an impact on construction earnings at least one-third as large as the statt 
statute.' Wisconsin construction workers could potentially lose an additional $494 - $672 per year 
from re@ of the federal prevailing wage law, for an additional loss of about $45.7 million in 
construction income If both stafutes are repealed at the same time, Wisconsin residents would have 
$182.7 million less in income to spend. 

Income is not the only thing that would be lost; job safety would also suffer. In Utah, serious 
occuparional injuries in plumbing and pipefitting increased by 15% following repeal (Philips a al. 
1995). Prior 10 xpeal, these trades suffered 13.54 injuries per 1,000 workers; after repeal, with an 
influx of untrained and inexperienced low-wage employees injuries jumped to 15.42 per thousand. 
Construction is a dangerous industry and repeal of prevailing wage statutes compounds the problem. 
Since construction accounts for approximately 30% of all workers' compensation costs, a 15% 
incmse in workers' compensation costs in construction could be predicted to increase all such 
compensation costs by 4.5%. Reduced job safety is not only a tragedy for the workers killed or 
injured, but also has a negative fiscal impact on the community at large. 

impact on State of Wisconsin Revenues 

States which have repealed prevailing wage laws have experienced substantially reduced tax 
revenues. Given the decrease in wages, construction workers buy fewer goods and services, 
reducing sales taxes collected by the states. In addition, reduced wages result in lower taxable 
income, thus decreasing income tax revenues. 

The State of Wisconsin will simply collect less in taxes if total income to construction 
workers falls. We can use prior experience to calculate the relationship between consumer income 
in the state and saledexcise tax revenue; it turns out that revenue is about 2.5% of consumer 
income! A loss of consumer income in the state of $137 million will cause state  saledexcise tax 
revenues to fall by $3.4 million dollars. State sales tax revenues would fall by approximately one  
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Lhird this amount if the federal prevailing wage law were to be repealed, and by about $4.6 million 
if both laws wen: to be simultaneously zepealed. ssate incomt tax =venues would fall even more 
sharply. Repeal of state law would generate losses of state income tax revenue of about $9.5 million, 
or $12.7 million if both laws were to be simultaneously eliminated. ' 

In short, the impact of repeal on the state budget is potentially substantial on the revenue 
side. If ;he sw prevailing wage slatrcte i s  repealed, the slaie slamis to lose about $123 million 
in sales and income revenues. These losses could easily exceed $17.2 million if both laws are 
simukneourly repealed 

Because revenues fall when prevailing wage laws are repealed, arguments that the 
elimination of prevailing wage regulations will save taxpayers money are typically overstated 
(Shenan 1985). Philips estimates that repeal of the federal prevailing wage statute would actually 
cause the federal deficit to soar by nearly $1 billion, since the savings on construction expenditures 
would be dwarfed by reductions in federal tax revenues. This is what happened in several srates 
which experimented with repeal in the 1980s. Philips and his colleagues report that when revenue 
as well as expenditure effects are considered, in Utah decreased tax revenues exceeded savings on 
Gonsuuction costs in five out of the seven years since repeal. 

Moreover, repeal of prevailing wage laws rakes costs to taxpayers in other ways beyond thc 
simple loss of state tax revenue. Use of low-wage labor on construction projects also imposes costs 
for d i d  care and other services needed by employees without benefits. States without prevailing 
wage laws experience escalated demands on public services, as low-wage workers lacking h d t h  
care coverage and other benefits increasingly depend on publicly provided services. Research by 
Dr. Marshall Barry and Joy Greyer (1990) dnds that, while 15.5% of the nation's work force is not 
covered by health insurance, 27.7% of the construction labor force lacks this benefit. Such 
employees seek health care in public clinics, imposing a cost on aU other citizens and businesses. 

A study by the Institute of Industrial Relations at the University of California Berkeley 
demonstrates the potential costs to the public of using low-wage labor without health insurance in 
consuuction. In one private-sector construction project, only 53% of the labor involved had health 
insurance. The costs to the State of C a l i f h a  of providing health insurance to the 408 employees 
wichout coverage, and their dependents, was estimated to be about $1 million (Davidson 1989). 

prevailing wage statutes help maintain standards in the construction industry. With 
prtvailing wage standards, contractors have every incentive to use fully skilled journeymen and well 
supervised apprentices. These workers know how to do their jobs correctly and efficiently. Such 
workers are more effective than supervisors or government inspectors in ensuring that work is done 
properly. 

Evidence of the gains in using appropriately trained employees paid prevailing wages can 
be found in the HUD Audit Report on Monitoring and Enforcing Labor Standards. The inspector 
General of HUD has written: 

"Competitive bidding frequently results in use of less skilled workers paid below prevailing wage 
rates and shoRcut construction methods leading to poor quality wo rk... Direct correlation between 
labor violations and poor quality construction on 17 projects are shown in Appendix 3. On these 17 
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pmjKG, we found violations and construction deficiencies in the same construction trades. 

Poor workmanship quality, in our opinion, results from the use of inexperienced or unskilled 
workers and shortcut construction methods. Roofmg shortcuts result in leaks and costly roof and 
ceiling =pairs. While shortcuts in painting may not be as serious, it does requke future maintenance 
expense by requiring repainting sooner than anticipated. Electrical shortcut deficiencies are not as 
readily d e w &  but may lead to serious problems such as fires and shoc ks... Poor quality work led 
to excessive maintenance costs  and increased risk of defaults and foreclosws ... this systematic 
c h b g  costs  the public treasury hundmis  of millions of dollars, reduchg workers‘ earnings, and 
driving he honest contractor out of business or underground.2 (Report p. 13). 

Re+ing preva ihg  wage laws also threatens to bCfaSe the long-run costs of maintaining 
public construction. Low-ball bidding, high rafes of business failure in the construction industry, 
lower wages, higher worker turnover, inexperienced workers andor lowerquality workmanship do 
not product: the highquality consuuction which is less costly to maintain in the long-run. 

Supporfing Comprehensive Employee Ttaining 

prevailing wage smutes provide incentives to maintain an effective apprenticeship training 
system in construction; these apprenticeship programs guarantee that construction employees have 
the a d d  skills and technical capacity to earn family supporting wages. 

whiu happens to apprenticeship programs when prevailing wage statutes are repealed? 
A d - R a d  and his colleagues found that with repeal of the Utah statute, state apprenticeship 
programs collapsed. After repeal the incentive to support apprenticeship programs was greatly 
weakened. In repeal states, training rates dropped 40% (Philips et al. 1995). In Utah, although 
employees rrgisttred in prograrrss, employers did not allow these employees time to attend classes. 
Graduation ram plunged from 95 to 15%. and, partially because of this, Utah now faces a shortage 
of adquately trained employees in the construction trades (Azari-Rad et al. 1994). * 

The shortage of skilled labor is d so  apparent h Arizona, another state without prevailing 
wage laws or stxong apprenticeship systems. According to the Wall Street Journal (1/27/94), the 
labor shortage during the recent construction boom has disrupted construction as conbactors have 
uicd to mrxt their needs by stealing workers from one another. The current lack of skilled workers 
is SO = v e x  that even the president of the anti-prevailing wage Association of Building Contractors, 
Dan Bennett, admits that the supply of skilled employees is no longer adequate to meet the needs 
of rhe indusuy. 

“We can always find enough people to slam together some forms and do the grunt work. It‘s h e  
skills where we are going to have a problem and already do.” 

-Dan Bennett, WSJ, 1/27/94 

n e  Wisconsin prevailing wage law is wnnen to encourage apprenticeship progrmk by 
e x e q h g  participants in registered apprenticeship programs from prevailing wage standards. This 
exuption recognizes that trainees are less productive than journeymen, that the training process is 
expensive and that, as employees move between employers over the course of their cateers, 
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employers may not be able to recapture their training costs. Contractors who participate in 
apprenticeship systems gain the benefit of reduced wages and benefits. The employee and 
communiry gain the benefits of new workers whose'increased productivity commands a living wage. 

Prevailing wage laws also encourage training by eliminating low bids based on low wages. 
Conuactors who wish to remain competitive, who wish to be the low bidder, can only do so by 
increasing productivity and efficiency. Successful contractors must continually improve their 
naerh&, engage in ongoing hah-hg of employees, and invest in new technologies. This does more 
over the long-term to improve efficiency, reduce public costs, and maintain living standards than 
cost reduction efforts based on cutling wages. 

OPPOSITION TO PREVAILING WAGE STATUTES 

DO Prevailing Wage L o w s  Increase the Costs of Governmerd Construction? 

Opponents of prevailing wage laws argue that these laws increase the cost of public projects. 
 heir arguments typically cite estimates which indicate that Davis-Bacon wage standards increase 
the cost of federal construction. The Associated Builders and Contractors (ABC) of Wisconsin, the 
force behind efforts to repeal the  icons sin statutes, has produced figures which claim that raising 
the threshold for coverage to $1OO,OOO and altering the method of determining the prevailing wage 
would reduce he public's cost of construction by $23.3 million (ABC, 1993). 

Such figures overestimate the savings realized by repeal. In fact, labor costs an only about 
onequarter of total costs on public construction projects (Philips et al. 1995). If labor costs fall 
4.9% following repeal then total costs fall only by 1.2% (assuming similarly productive labor, which 
is unlikely, and no increase in maintenance or other costs, which is equally unlikely). At most, dircct 
public construction costs would O n l y  fall slightly. 'Moreover, this assumes that wage savings arc 
automatically passed on in cost savings -- an assumption that is probably not warranted. This 
assumption has been criticized widely (Dunlop, B,ourdin and Leavitt) and researchers have produced 
evidence that the use of low-wage labor in construction does not generate corresponding savings 
because low-wage workers are typically less skilled and q u i r e  more supervision (Mandelstamm 
1965; Belrnan 1992; Allen 1994; IUOE 1991)." At the federal level, the Congressional Budget 
Office has recognized this fact: 

"Higher wages do not necessarily increase costs, however. If these differences in wages were offset 
by hiring more skilled and productive workers, no additional construction costs would result." 
(Reischauer 1993). 

The U. S. Department of Housing and Urban Development found: 

'h order to assess how great an effect high wages have on project costs, m] examided the 
Davis-Bacon wage rates applicable to each project and compared wage ram with dwelling 
construction costs. .. A cornpaxison of average wage rates with average construction costs shows no 
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conehion ktween high wages and high construction costs." 
-Evaluation of the High Cost of I d c u r a  Hquring, HUD (1979). pp, 23-7. 

Moreover, use of poor quality labor likely increases maintenance costs. Such costs, which 
the inspector general of HUD estimates in the hundreds of millions of dollars, would more than 
offset any initial construction savings from the use of low-wage labor. 

In Utah, he size of cost overruns on state mad construction has tripled in the ten-year period 
following repeal of the statutes (compared to the period from 197 1 to 1981). The shift to low-skilled 
labor and lowered productivity led to expensive change orders and added cost o v e m  that 
increased substantially the cost of construction. 

Finally, most studies of the cost of Davis-Bacon assume that aU wage savings are passed on 
to the public body contracting for the work. This assumption is inaccurate, as much of the savings 
remain with the contractor. Ln a comparison of high and low bids on specific public construction 
projects in Arizona, Deerman and Martin found that although the low bid saved between $271 ,OOO 
and $350,000 on wages and benefits, only $lOO,OOO was passed on to the contracting agency. The 
balance, $171,000 to $250,000, went to increased profit for contractors and was a b s 0 . M  by 
reduced worker eficiency. The public d z e d  only 25% to 35% of any cost savings associated with 
paying less than the prevailing wage. In summary, the minimal savings obtained through repeal of 
prevailing wage projects are further decreased by hidden costs, including increased maintenance and 
change orders. 

What then is a reasonable estimate of the degree to which elimination of prevailing wage 
, statutes might reduce construction costs? A 4.9% reduction in wages constitutes the sole souru of 

savings. Since wages constitute only 25% of total construction costs, the fust level of construction 
savings is actually 1.2%. It is estimated that 50% of this amount is offset by lower productivity, 
higher profirs to the contractor, and higher maintenance and supervision costs. Thus the repeal of 
prevailing wage laws reduces construction costs by 0.6% or less than two-thirds of one percent. 

The Slate of Wisconsin spends somewhat less than $750 million on construction each year. 
The figures indicare that state construction costs would be lowered by at most $4.5 million by the 
repeal of the s m ' s  prevailing wage statute'and by $6.0 million by the repeal of both These savmgs 
to s t a t e  taxpayers are overshadowed by the loss of revenues resulting from the repeal of the laws 
($12.9 million for one law or $17.2 million for both laws). Clearly, repeal of prevailing wage 
slLztutrs would no! benefit !he Wkconsin skate budget 

Do Prevailing Wage Laws Disadvantage Minorities? 

The most m n t  line of attack on Davis-Bacon and other prevailing wage legislation has 
k e n  that the laws were passed to exclude Afiican-Americans from construction employment. It is 
also argued that by requiring payment of prevailing wages, the laws prevent minority employee 
from being hired into the construction trades. 

These arguments originated with ABC (an association of nonunion contractors and 
construction users) to argue for repeal of prevailing wage laws and for the creation of a low-wage 
'helpex' category @NA 1975). They have since been repeated by the CAT0 Institute (a conservaiive 
think rank) and received considerable play from editorial writers and opinion columnists. It is clear, 
however, that repetition, no matter how frequent, does not make an argument tnre. * , 
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The first allegation, that the Davis-Bacon Act was passed specifically to exclude African- 
Americans from the construction trade, is based on @:marks of two congressmen, which are quoted 
out of context, and from creative interpretation of the remarks of other members of Congress. The 
CATO Institute publication makes reference to the remarks by Rep. Upshaw of Georgia in a 1927 
debate over a prevailing wage bill which was not passed. CATO fails to note that the bill's sponsor 
(Rep. Bacon) immediately took issue with the racist remarks of Upshaw: 

"I merely mention that fact because that was the fact in this particular case, but the same thing would 
be me if you should bring in a lot of Mexican laborers or if you brought in any nonunion laborers 
from any other Sta te... In the case that I cite the contractor has also brought in skilled nonunion 
lrrbor €iom the Sou& to do this work, some of them Negroes and some of them white, but all of them 
arr. k i n g  paid very much less than the wage scale prevailing in New York." 

-Hours of Labor and Wages on Public Works: Hearings on H.R. 17069 before the Committee ' 

on Labor, 69th Congress, 2d Session, 2 (February 18,1927). 

The second leg of the argument that Davis-Bacon is discriminatory is that by requiring 
payment of prevailing wages to all but apprentices, the law precludes the hiring of 'helpers' at wages 
suited to their skills. Since a higher percentage of minority workers fall in the low wage category, 
the lack of a lower wage 'helper' classification supposedly reduces their employment prospects in 
thc industry. 

Do these arguments have any basis in fact? Did minorities gain when states repealed 
prevailing wage laws? Contrary to these claims, repeal of prevailing wage Iaws has typically hurt 
m*norihs. The qeal  of prevailing wage laws has caused a reduction in resources for construction 
rrainiog which has had a disproportionately negative impact on minorities. In the nine states which 
repealed their laws in the 1980's. minority participation in apprenticeship programs fell from 19.4% 
of all apprentices to 12.5% of all apprentices after repeal. In states that retained prevailing wage 
laws, minority pankipation in apprenticeship programs rose slightly in the same period. By 1993, 
minorities were somewhat over-represented in construction apprenticeship programs in the s m e s  
wirh prevailing wage laws (at 103% of the3 population in the states). In cepeal states, minority 
participation dropped to reflect only 85% of the minority population, almost reaching the low level 
of states tha~ never had the prevailing wages laws. Moreover, repeal did not increase minority 
employment in construction. The ratio of African-American to white unemployment in these statcs 
did not improve with repeal. In fact, African-American-white unemployment 4 0 s  increased after 
repzal. 

In contrast, prevailing wage laws help minorities in several ways. F i  the wage reporting 
requirements and anti-kickback regulations serve to protect members of minority groups from 
victimizafion by unscrupulous contractors. Equally important, the apprenticeship system in the 
building trades provides minority group members a means to achieve employment at the living 
wage. Nationally, minority participation in apprenticeship programs has risen to 22.5% on average 
(GAO 1992). In Wisconsin, minority enrollment in several construction apprenticeship programs 
ex& their representation in the state's population - including the trades of plasterer, 
painter/decorator, iron worker, cement mason, and sprinkler fitter. Although p r o p s  is stil l  needed 
in other trades, minority representation has been growing. Repeal of prevailing wage statutes, and 
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rhe subsequent decline in apprenticeships, will reduce rather than increase minority access to good 

TO conclude, there is no evidence that the position of minorities in the buildiog trades will 
be improved either by repeal of the Davis Bacon Act or by repeal of the Wisconsin prevailing wage 
law. Neither the weakening of the prevailing wage laws through the exemption of more projects 
from regulatory standards nor the creation of a low-skill, low-wage helper category will increast 
minority participation in the trades. R a h r ,  prevailing wage Zaws aid disudvadged groups by 
providing well-paid employmed and a system of training which provides access to those jobs. 

jobs. *. 

CONCLUSION 

The evidence reviewed in this study indicates that: 

The elimination of prevailing wage laws would cost the State of Wisconsin more in lost tax 
revenues than it would save in reduced construction costs. 
0 Prevailing wage laws are beneficial to the State of Wisconsin and its citizens. These laws ensure 
that government purchasing power is not used to undermine community wages and living standards. 
0 prevailing wage standards are econornically productive. Wage standards have minimal impact on 
public construction costs, while repeal Of these laws in nine states has generated higher maintenance 
costs, consistent cost ovemns, increased numbers of work related injuries and a subsequent rise in 
bob workers' compensation costs and publicly financed health services. 

Prevailing wage statutes support the system of apprenticeship training and provide family 
supporting jobs to minority groups which have suffered from discrimination. 

In SU-, the state prevailing wage laws and federal Davis-Bacon Act together create a 
system of employment equity that is in the interest of not only construction workers, but the citizens 
and the state government of Wisconsin. 

. _  
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NOTES 

1. Georgia, Iowa, Mississippi, North Carolina, North Dakota, South Carolina, South Dakota, 
Vermont, and Virginia have never had prevailing wage laws. 

2. Using 1991 data, Phillips reports a wage reduction of $1,350. Adjusting this estimate for 
inflation produces our estimate, in 1994 dollars, of $1,483. 

3. In an editorial, 1/13/95, the Wisconsin Stare J o u m f  reports that laborers hired under the 
prevailing wage statute in Wisconsin are paid $15.12 per hour in wages and $3.90 per hour in 
benefits. It is also r e p o d  that PAS, a compensation research fmn, found laborers, of unspecified 
skills, could be hired for $8.68 per hour. Based on these figures, the annual earnings of a 
consuuction laborer protected by prevailing wage laws would be $26,460 in wages and an 
additional $6,825 in benefits and without the laws, they would earn $15,190 and would have. no 
benefits. ( l k s  assumes they work an average of 1750 hours per year). h repeal states, the actual 
drop in earnings was 7.596, a fraction of this "estimate." 

4. Employment would rise slightly with lower wages, since lower wages make profitable the 
employment of less productive workers. Using conventional estimates of the elasticity of labor 
demand (e = .1). a 4.9% wage reduction would generatc 490 additional construction jobs. 
Assuming these= new, lower productivity employees eafn $23,000 a year on average, an additional 
$11.3 million in construction would be generate in the state. This would slightly cushion the 
predicted $148.3 million income loss. 

5. Table A3 in the Spring 1995 Construction Review breaks down the value of new public 
construction in the U.S. by federal vs. state and local. From 1990 to 1994, there was a total of 
$67.776 billion in new federal construction and $523.477 billion in new state and local construction. 
As stare expenditures make up 38.8 percent of state and local construction expenditures (see Table 
D6 above for fiscal 1991 and 1992 expenditures for 1991 and 1992). Using this figure, state 
construction totaled approximately $203.28 billion between 1990 and 1994 and federal construction 
was 33.34% of this amount over the period. These figures reflect expenditures, rather than 
employment, and there may be some overlap between federal and state funded projects. 

6. This estimate is based on saledexcise tax receipts and personal income figures for all persons in 
the state, contained in the State of Wisconsin's '93-'94 BlueBook for 1991 and fiscal 1991-92. 

7. A state margkd tax rate of 6.93% was used in these calculations; this marginal tax rate applies 
to married-joint returns with taxable income over $20,000 per year, or individuals with more than 
$15,000 per year (Legislarive Fiscal Bu&u, February 24, 1992). 

8. The inadequacy of non-union apprenticeship programs has compelled non-union contractors to 
depend on the graduates of union apprentiiceship programs to provide the skills needed on their 
projects. While this has reduced these contractors costs, the decline of union programs has left the 
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indusny with too few adequately trained employees. 

9. This figure is comparable to estimates by the Congressional Budget Office that repeal would save 
1.5% in construction costs, plus a savings in papenvork of 0.2% (Reischauer 1993). 

10. In a series of sophisticated studies Professor Steve'Allen of North Carolina State University, has 
found that, although unionized construction employees earn 40% more than their non-union 
counterparts, construction done with union workers is only slightly more expensive. The better 
trained union employees are between 29% and 51% more productive than non-union workers; the 
increased productivity counterbalances their higher wages. The productivity advantage is 
particularly important on complex projects, where high wages are associated with reduced final 
costs. A study of highway construction also finds that high wages are associated with reduced 
construction costs. Although union rates were, on average, 20% higher than non-union rates, 
projects using union employees used 44% fewer employee-hours, and had 10% lower costs, per mile 
of highway construction (WOE 1991), pp.23-27. 
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RESOLUTION NO. s - 6  
ADOPTED BY T H E  SACRAMEKT0 C l n  COUNCIL 

A RJZSOLUI'XON OF TRX CITY COuNClL OF TRE CITY OF 
SACRAMEN'fO, C A L P O W ,  REL,%TfiGTO hfAD'TABWG 
DAVIS-BACON PREVATWNG WAGE STANDARI) I S  C A L E O m U  

WHEREAS, the construction industry plays a vital and important part in the ecoa7mic 

well-being of the City of Sacrainento by providing jobs and a stcady sueam of rcv:nuc into t'n: 

community; and 

W H E E A S ,  a dynamic and growing construction industry is dependent on a workforce of 

highly and skilled construction workers; and 

WHEREAS, the wages determined to prevail in local communities a e  requirpd to bd pgd 

to construction workers on state and local agency public works projects and wlrich &t responziblt 

for maintaining a stable and skilld work force, providing a living wage lo wo:kers and !heir 

funilks providing haYalth znd retirement benefits to workers and their fmilics, a d  hclping to 

support apprenticeship training programs; and 

,* 

WHE.R€AS, the University of Utah recently complttd an in-depth study of the economic 

impacts resulting from the repeal of prevailing wage legislation in niiic: s t - t t u  and which 

conclusively shows that the wages of all construction workrs ,  union and non-union alike, were 

.-r3 FOR C I N  CLERK USE ONLY 
9S-+G 

RESOLlrTION 10.: 
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. signifjcanrly reduced, that the  stxtes lost substzntial income and sales t;u; revenues which fer 

exceeded any savings realized on the cost of public works projects, that  coxistmction worl\pIacc 

injuries skyrocketed b e c a u c  of the use of unskilled workcrs, illat appren!iccship rr2ining was 

:~duced by almrst half, and that  comtrucrion projcct experienced an increased nunlI.rcr 0: r ~ b t  

ov;rmns 2nd changs ordtrs; and 

WHEREAS, all available cvidence conclusively proves that California's prcva'1' i lng \'/2g3 

requirements do  not inflare the cost of public works, but to thc contrary, I I C ! ~  maintzin a hizh!y 

trzined acid stable work force who rcsidc iri rhe communirics vil~crc ihev are emplo).cd; 

- 

NOW, 'THEREFORE BE IT RESOLVED BY ?HE CITY COUYCIL,OF THE CiTy OF 

SACRAMENTO, CALIFORNL4, to recogrke the importance of prcvailicg wagc law.;, rczffirn 

its unwavering commitment to uphold prtvzilicg v q e  requirements on City pnblic works prr2jecrs; 

2cd dedarc its dcsire that these laws be continued withoQt chanse; cnd 

. BE IT FURTHER RESOLVED, Lhal the City Clsrk transmit a copy ol!l~is re:olatioz ;o 

t hz  Governor, the Director of the Department o f  hduslrjal Rclations, and apnropriatc rnomjcrj 

of !he State Legislature. 

JOE SERNA, JR. . .  

Mayor 

ATTEST: 

VALERIE BURROWES 

Cirj Clerk 
(SEAL) . 

FOR CITY CLERK USE ONLY 

DATC AOOPTED: SFC r )  c; 1% 



i i ihvis-Bacon law 

- President Clinton, 1995 Slate ofthe lJnion 
AaWress 

I ensures quality i 

' 

1 in construction 

C.C. Aijvrs is president of C.C. J f j v s  Inc., a con- 
structioii company in  Rancho Cordouii. 

By C.C. Myers 

T h L G E  me proud when the governor of California 
and the president of the United States publicly rcc- I ugnized the tremendous success we had in rebuild- 

ing the Santa Monica F r e e ~ a y  after the Northridge. 
earthquakc. N'e just  repeated that performance rebuild- 
ing in 21 days the twin bridges wiped out on 1-5 after 
the recent floods. 

Like air  and water, the hghways, dams, bridges, 
schools, 5ewagc systems and other infrastructure ele- 
ments that r i d e  society run are easy to take for g a n t -  
ed - until they're missing. When commerce stops, pay- 
c h e c h  stop, fmnilies go hungry. 

Thii-c of us in the construction industry h o w  what it 
take; LU !Build a first-class infrastructure: gwernnwnt 
commitnient. quality Luntractclrs and a shllcd, hard- 
workin& labor force. Fhch member of my crew, from top 
managerncnt to the newest apprentice, has a job to do in 
a tough, dirtv and d a n B m u s  occupntion. These are 
skilled, ru;:gt*d inclividuals who take p e a t  pride in their ,  
work. Man)* of thern have devoted more than 5,000 
hours to leariling their trade. They pu t  in a full day's 
work and they get a decent day's pay. 

hume tired, but pruud. 
They've earncd enough to take care of tlieir fxnilies, in- 
cluding good medical and dental benefits. Using their 
hands and their heads, they've huilt some of the most 
sophisticated and durLtble sit-uriure..: in Lhe i\,irld Ev-  
ery construction worker I've e\t,r kr own pc.f!ts ~ i t l i  a ' special pridc as he or she tells t he  kids, .'l h i i t  that." 

-_.. * 

At the end of the day they 

I 

\. 

f -  < ' ) C  lD, s d e  infrastructure has served business d-. .trid the public well. Government construction, f k- .:ruund 25 percent of d l  construction, has also 
served che construction industry well. High quality con- 
struction standards are enforced. Extensive triking of 
apprentices, induding growing numbers of minorities 
and females, is required. Area wage standards, known 
as "prevailing wages," are mandatory. In this way, bids 
are won through efficiency and competence, not wage- 
cutting. Federal law, the Davis-Bacon Act, and etate 
laws, called 'Zittle Davis-Bacon" laws, have kept careful 
control of a dog-eat-dog industry. - 

That's why I'm distressed to see The Bee expressing 
support for those politicians who want to change all this 
('Prevailing wage reform," April 17). They want to re- 
peal.these laws or tinker with the wage protediom. I 
say to them, luwer wages don't mean lower costs. Lower 
wagcs meail Jioddy work, more accidents, more i i u -  
ries, more repairs. 

\C'hat can and should be reformed are the burden- 
some regulations and the enormous paper work re- 
quired on government projects. Rather than cutting 
wages, we should be looking for ways to put more people 
to work. One "endangered species," such as the fairy: 
shrimp, can stop an entire development project and the- 
thousands ofjobs that go with it. It's time to take a hard. 
look a t  laws such as the Endangered Species Act. It's' 
time for government to stand up for hard-worlfing, pro- 
ductive Americans. . d.3. _.. , 

HAVENT built my company and my reputabonb- '  
ing low-wage, unskilled workers. We come h;ahead:' 1 of schedule and under-budget because we use the: 

best skilled v.brkcrs and run the job with a talented 
managenicnt team. Tl ia~  kind of operation doesn,'; come 
cheap, t i : t  invuatiiig in skills is what brings the overall- 

..: $;..:& , cust of ronstruction down. 
I witness close up every day the core value8 &t h+ve 

made .'i;nerica great: haid work and the dignib..that 
comes with it; iridividual responsibility combiqed,'-$th 
teamwork; and muat of all, a fierce love of fgrdy'and 
country. These are the people who work for me...Th ey' 
work hard, they're treated right, and they get the job. 
&me. Why would ar-yone want to screw that w? 'f 1 '. : 

.. 1 
:<7* 4,:i.:. 

5 ,  '.a 

8:,.& :Pi.. ,. k. . 
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CAC SMACNA 

March 6, 1996 

Honorable Mayor and Councilmembers 
Lodi City Council 
212 West Pine Street 
P.O. Box 3006 
Lodi, CA 95241-1910 

Subject: Charter City and Prevailing Wage. 

Dear Mayor Warner and Councilmembers: 

While the decision to become a "charter" rather a "general law" city should be based on 
many factors, the argument that to do so because Lodi could then remove themselves 
from state prevailing wage statutes and hence save tax dollars should not be the basis for 
this change. There is no demonstrated net economic benefit to the public as a result of 
repealing prevailing wage. 

The first prevailing wage law was enacted more than 100 years ago by the State of 
Kansas. This philosophy was that the large economic force of government should not be 
used to force down construction wages in the local community. This principle was being 
debated during a time in our republic when society and governments were changing 
oppressive child labor laws, requiring mandatory schooling for children and reducing 
normal work days to eight hours. Today we take all these for granted. These concepts 
are part and parcel of enlightened societies and are as valid now as they were last century. 

The State Department of Industrial Relations (DIR), through the regulatory process, is 
proposing to modify the manner in which the wage scale is determined. In their notice of 
proposed rule making DIR concedes that there is no consensus on the effect of prevailing 
wage laws. California Legislative Analyst Elizabeth G. Hill is quoted; "Unfortunately, 
reliable data for measuring the effects of these two factors (Labor Productivity and 
Nonlabor Construction Costs) are simply not available. It is for this reason that 
economists have been unable to develop meaningfbl quantitative estimates of the effects of 
prevailing wage laws." (Page 2 of the DIR Notice of Proposed Rule Making, December 
26, 1995, on amending the "modal rate") 

The California State Senate Rules Committee has taken the unusual step of requesting that 
DIR delay the regulatory process in order for the Senate Office of Research conduct an 
independent study of the impact of the proposed changes. The Senate's reasoning is that 
there is no current study available on prevailing wage changes. See enclosure. 

California SMACNA is  an association of SMACNA Chapters, contractors and associate members. 
Our mission is to provide le@dative and regulatory advocacy and program services. 

Our goal is to help unn'y the voice of our industry for the combined beneft of our companies, 
our ernfloyees, our communities and our industry. 
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The University of Utah has conducted the most exhaustive study on the impact of repeal 
of prevailing wage, entitled Losine Ground: Lessons for the Repeal of Nine "Little Davis- 
Bacon Acts, February 1995. The repeal of prevailing wage in Utah caused a 5% decrease 
in construction wages. This alleged savings to the taxpayers of Utah was offset by an 
equivalent loss in property tax, income tax and sales tax revenues. The construction 
workers were unable to purchase goods and services at the same level as before. This 
does not bode well for retailers, automobile dealers or home builders. Utah also 
experienced a 15% increase in job related injuries. Since 80% of non union contractors do 
not provide health care coverage, this burden will then fall to public supported programs. 
Job overruns increased 300% after repeal. The resulting uncertainty of actual costs of 
construction will cause great discomfort to those responsible for city budgets. See 
enclosed study. 

The Utah study found that within the nine states that repealed prevailing wage the average 
annual earnings fell by nearly $1 500 per construction worker. The average wage for a 
California construction worker is approximately $28,000. Some have argued that the 
wage decrease will create more employment, but that is clearly is not true. Within these 
nine states, while wages fell by 5% employment rose by only 1.7%. 

The threat of out of area or out of state contractors moving in temporarily to Lodi and 
taking business from local union contractors is real. This incursion will reduce the tax 
base and removes wages from the area. Local businesses of all types would be 
jeopardized. While the revenues will decline there will be an increase in demand for public 
services from these transient workers and their families. 

Clint Meyers, founder of C. C. Meyers Construction in Rancho Cordova, stated that his 
company could not have completed the repairs on the Santa Monica Freeway as well as 
the bridges on Interstate 5 ,  ahead of schedule and under budget, without being able to hire 
trained, experienced union workers. The men and women he employed are products of a 
system which rewards skilled workers who have been trained by employer fbnded 
apprenticeship programs. Once again, the Utah study discovered that repeal of prevailing 
wage caused the demise of the apprenticeship programs in their state. 

Governor Pete Wilson, in his 1995 State of the State Address, is quoted; "We rebuilt the 
world's busiest freeway in just 66 days. Part of our success came from contracting with 
private firms - to speed rebuilding and to keep down the cost." According to a study by 
the Federal Highway Administration, from 1980 - 1993, there is no relationship between 
higher wages and higher costs. Higher wage states consistently build highways cheaper 
per mile than lower wage states because they require 40% fewer labor hours. These high- 
wage states produced roadbed and bridges for 10.7% less cost even though they paid an 
average wage package 8 1% greater. There is a relationship between higher wage and 
higher productivity. 

California SMACNA is an association of SMACNA Chapters, contractom and associate memben 
Our mission is to provide legislative and regulatory advocacy and pmgram services. 

Our goal is to help unify the voice ol  our industry for the combined beneM o f  our companies. 
our employees, our communities and our industry. 
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CAC SMACNA 
CAL SMACNA represents more than 600 members and signatory contractors statewide. 
We employ more than 25,000 men and women in California. The Sacramento and 
Northern San Joaquin Chapters of CAL SMACNA represent more than 50 members and 
signatory contractors employing more than 2,000 people. These employers sign union 
agreements by choice. They provide a livable wage and health and pension benefits to our 
employees so they and their families can be productive members of the community. Our 
employees are taxpayers and contributors to society rather than having to  depend on 
government for assistance. 

lchael Monagan 
Legislative 

enclosures 

California SMACNA is an association of SMACNA Chapters, contractors and associate members. 
Our mission is to provide IegslaNe and regulatory advocacy and program services. 

Our goal is to help unfy the voice of our industry for the combined benefit of our companies, 
our employees, our communities and our industry. 



C a I i i o r.n 

Senate Ru 

BILL 

a LeQislature 

es Co.mm ittee 
LOCKYER 

Febniery 26, 1996 

Lloyd .4ubrey, Dirccror 
Depmtnent of Lidustrizl Rcizticns 
1121 L Strcci, Room 307 
Sacramento. CA 9 5 8  I4 

Dczr Xr. Dircctcr: 

111 a x o r d u c t  \I,ith the pr0visior.s of SeGticn 37.7 of the Jcii?t Ru!es of rhc Legislature, the 
Senate Rules Coinnittee litis approvscl 2 request to study the potentid economic Impact of 
the Departmen:’s proposed rcgiations on FievvPlliEg wages. The purposo for this study is 
two-fo!d: First, tS2t there hes bsen no cr;!piricd Lqdysis under;a!<en by the D e p a m e n t  to 
detorinine !he eKect  of thc proposed regvlztions cn California's economy md construction 
labor nlarket cocditions; md sxondly ,  thc need to determir,e uvhrther thesa proposcd 
rsplet icns  will detrirncn:a!!y irnpzct tk4e Stetc Budget by redccing tzu revenGe3 a d  
shifiing h d t h  c u e  costs for consrn!c:ion workers and their f h l i e s  from private 
i n . w a c c  coverEgc to hkdi-Czl end ccunpj  health progrms.  

For i A C j 3  sriticdly important re3son3, I m requcsting that you extend ihe comnient period 
for receiviny intbnnation into the rule ;ndung record r’cr the proposed rcgulations m d  
rcfriin froin adopting my f n d  rcp!?;ticfij uniil our s tudy is completed. I envision the 
conplction date  for study to bo no loagsr :.hm two nonths. 

If you h a \ z  my questions or coi icec?~~,  please feel iice to c o n t x t  Greg S c h d d t ,  Executive 
Oiiiccr oE the Senate, or mystif‘. 

Sincerely, 

Chair 

cc: Director, San Frmcisco Ofice 
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wages, The diIemma is that  if the state pays the average wage, it will automaticdly undercut the 
most commonly found wage. Altemativeiy, if government pays the highest wage found it Will 
always be pulling tbc avcragc wagc up. When is t h e  highest wage sufficiently common that ir  
should be called t he  prevajling wage rate. even b o u g h  it will never be the nverago w e 7  

In the federal law, this dilemma was resolved try a threshold rule. This d e  stated that if the 
most commonly found wagc rate, to the penny, accounted for more than 30 percent of all wages 
for an occupation in a local labor market, that vas the prevailing wage even though it was not  
the average wage. On the other hand if t he  most commonly found wage raic accounted for less 
than 30 percent of all wages for an occupation in a local area, t he  average wage rate prevailed 

La 1985, thc Reagao administration revised the rule and raised tbe threshold to 50 percent 
Today, Davis-Bacon wage rates arc the average ratc for M occupation in a local labor market 
except, in roughly one-third of  t ho  cases, A c r e  50 percent of tfic wages in that UM am precisely 
the s m e .  If more than hdf of all workers in an occupation in an arca make thc same wage, that 
wage rate - even if it is abave the average - is said TO prevail. But two-thirds of t he  time tho 

') 

.. 
average wagc prcvmis. 

Modern opposirion to prevailing y a g c  l a w  is usually founded on one of two objections. 
Some people oppose the idea of the g6lcrnmcnr agrccing in advance to pay the average wage 
rate for workers in specific occupations in a l o d  a r e a  This criticism is compIcttly at odds with 
h c  original purposc of prevailing wage legis idon,  wbich was to prevent the government from 
hiring labor at below-standard ma .  Othcr critics object to paying a prevailing wage that is 
grcster hsn tho average wage in thc locality. Tho prcmisd of this second objection has lost a 
grmt d d  of its form in rcccnt decades. As a r d t  of the adoption of the 50 pcrctnt thrcshof4 
and the additional fact that unionint ion in tfie construction Iabor market has; falltn fiom 70 
percent to about 25 percent in thc last three dcca.de, thcrc arc far fewer cases in which the wages 
rates determined as prevailing NO greartr than thc average rate. 

The Financial Costs of State R e p a l s  

Luwa wnga for all conslrudion ivorkax Supporters of Utah's i981 rtpcal of its prevailing 
wage law recognized that repeal would lowcr construction wages. They maintained, however, rhai 
the money saved on public works consth~ct ion justifid $Ic govemmmt's indirectly lowcring the  
wag= and earnings of some of its citkns.  An4 indeed., construction camings did fall. In Utah. 
construction workers, who &rough the  19SOq 1960% and 1970s earned 120 to 130 percent of the 
average aon-apicufhrral  wage in the state, saw heir wages fall stcadiIy after rcpcal. By 1993, 
Utah construction workors were m m h g  only 103 parcent of  thc average annual c&gs ki Utah; 
eYcn though Utsb was then experiencing x mas ivo  construction boom, in w-hich constnrction 
wages normally go up. This earnings decline &ected d Utah construction worken - whather 
union or aon-union, whether employed on publicly o r  privcdcly financed projects. 

Talring the n i n e  repeal States as a vhole, tfic average annual eamings of construction w r k e r s  
in &#a s t a h  fcU from S24J 17 (in I991 do l lm)  per year before the repeals to S22J48 &a the. 
rep&. This is simpla- but compelling cvidencc that npcnls of state prevailiag wagc IRWS h m  
lowered c o m a i o n  wags. 

A morc complex analysis confirms this g c n c d  obscnarion. Using multipk linm regmsion 
analysis, wa isolated tho earnings cffccts of t h e  state repeals while controlling for &a budncrs  
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Lost Taxes savedcasts Budgetloss 

Figure 5.2 A ~ e r r g e  nnanal income-Lar rc'r'cnnc lass nod constmction cost say ing3  and net eflect 
of rcpcnl for UL& 1987 La 1993, in 1994 d o l l a d  
Source: Table 2 . b  

On average, the repeal of Utah's  prevailing wage law has  cost the state budget 
5400,000 per ycar f rom 1987 t o  1933. This figure has b e e n  rising and reached $1 
miIIion in 1993. Should the federal prevailing wage law be repealed, the gap 
between lost federal tax  dollars and construction cost savings will  be greater. This. 
is partly because a Davis-Bacon r e p e a l  would  alfect more construction and marc 
workers, but also because t h e  federal governmen t  income  tax rate is higher than 
Utah's. The higher the income tax rateare taxed, !he greater t h t t a x u  if incomes 
fall. 
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1 almost 20 pcrcenr of 211 construction apprentices. After rep&, minority participation feII to 1 2 5  

percent of all construction apprentices. Thus, after tfiese r e p d s ,  minorities became significantly 
under-represented in construction apprenticeships 

One reamn for this dedinc is that union appraticeshrp programs usually enroiled do= 
of apprentices. Non-union apprenticeship p r o p u n s  tied to single empioyen tended to be smaller, 
often involving no  more than onc, two, or three apprentices. Affirmative m i o n  regulations do 
not m v e r  apprenticeship programs of fewer than five apprentices. So thc Unjm programr had to 
fLu out affirmative action plms and folIow a f f i r m d v e  action guidelines, while the s m d e r  
p r o g m  did not. 

When the repeals dmvc thc union progarmi into decline, minority workers lost the most. For 
instance, the percatago of minority apprcnrices in construction, h i c h  reflectcd tfm minority 
proportion in each s w t ’ s  popdsrion before rep&, declined in the r e p d  states (fig. 5.2). 
h h o r h y  construction workcs  may Still enter h a  induztry but t h y  xe Im likeIy to receive fd 
formal training in the absence of prevailing wage legislation. Although i t  has becn suggested that 
repeal o f  Davis-Bacon \ v o i d  lower black uncmploymat r e ldvc  to w h i t e  uncmploymedt by 
opening up jobs for less-slulled black Iabor,” the data do nor support such a claim (sec chaptcr 
3, figs. 3.3 and 3.4). 

Thus, repcal means that minority workers will begin c o m e t i o n  work in unskilled jobs and 
get their training, if at all, on B catch-ascarch-can basis. Funhermore, minorities Will cnter an 
industry that is lers able to provida a s c w o  blue-collar, midde-class incomc Repealing 
prevailing wagc laws has thcreforc cut off 8n important road for minoritits into &a middle class. 
Without skills tnininp,  workers arc !& productive; withour safety &g, they aro at greater 
risk of injury in an idre& dangerous profcss’on. 

Incrcascd work-relahi injury r d e r  A l l  conmuction workers in the nine r cpcd  stat= hnvo 
bmn put at i n c r w t d  physical risk by the repeal of the  sevc rd  st;lrc prevailing wage laws. Injury 
rafes in consuucuon in thc nine  r e p d  .mtm have n s c n  by 15 pcrcent after r c p d ,  eved 
controlting for other facrors such as unernploymen< trmds in c o m c t i o n  safcty, and differences 
in work safery experiences by region. This findiug is consizrtnt wirh ohcr  rescarch..The 
Department of Labor found h a t  the raft  of  j n j u r i a  “decrcsses substantially as length o f  service 
increases.'"' 

Lf the experitace in these states csn be c;dmded to rhc n d o n ,  a repeal of Davis-Bacon 
would result in 76,000 additional construction workplace injuries annually. About 30,000 of tksa 
injuries would be scrious, requiring time off to recover. More dun 675,000 work days would be 
lost. Thtsa new injuries would o m  bccausc workerz would bo less wall-trained and b- 
they would have fewer on-he job  protections against m n m n  who arc in a hurry. 

Workers, of  COUTSC, suffer d r d y  from t h e e  occupstiaaal injuries - in their physical w d -  
bcing and in their wallm h a w s c d  injury ratts also lead to inaesstd cozts €or contractors, who 
must p a y  hjgher workcts compensation p r t m i m  And, as wnsurners of construction Seniccs, 
lo+ state, and fedcrai govcmmcnts pay a.share of those highcr w o r k d s  c o r n p e n d o n  
premiums. 
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Binions of Dollars 

Figorr 53 Egtimatzd e f l z  o f  a rtpenl o r  tbe Darb-Bacon Act on income-tar rtreoau, 
constradon cwfr nnd to ta l  b u d g e t  
Soome: Table 2.7. 

The Congressional Budgct  Off~cc cstimales that the federal g o y e r n m e n t  would save 
a loraf of 1.7 percent in cons t ruc t ion  costs from a repeal of  Davis-Bacon. This 
chart uses the more conservative cos t  savings estimate o f  3 percent. A t  a 3 percent 
construction cost savings, wi th  a marginal income tax rate of 20 percent and 
federal construction cxpendilurcs at  thcir 1991 level (in 1994 dollars), a repeal of 
Davis-Bacon would cost  the fedctaI  government S13 billion in  income tax-. 
revenues, The. federal g o v e r n m e n t  vould  save S346 million in cons t ruc t ion  costs 
and the federal budget would  lose, o n  nct,  $838 million. .:*. .- ‘>. 
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minorities in the statc population, by shlte groups 
Source: US. Dcpartmcot o f  L a b o r ,  B A T  and DLS. 

A ratio of 100% would sbow tha t  h e  p r o p o h o n  of minori ty  apprrnt iccships  in each 
group o f  s t a h  reflects t h e  m i n o r i t y  as .  p n r t  o f  the state population. h1inorit.r 
pamkiplrGon in constructioo apprent iceships  mirrored  Lhc s t a t e  popuiat ion i n  r c p u l  
sat- prior to repcil  and in sates tbrt retained their prevailing wage Laws throughout 
1990, A f k r  the rtpcals, however, m i o o r i l i  p a d c i p a t i o o  in apprantictships in r r p c x l  shtu 
fell to lertk that scriowly undcr-rcprucntcd minorities and rcscmbled the uodcr-  
r c p r e s t n t a h n  characteristic of sum &it ocycr bad prcvailiog wage l a m .  N o h - u n i o n  
apprraticcship programs trnd l o  bc small and d o  not  fall within t h e  oversight o f -  
rCfirrnativc action g u i d c l i n a  - which m i 7  be  w h y  the  repcalr  have led to a 0  uodcr-  
r c p r e e n t a t h n  o f  minoritics in xpprcnt iccships .  

., 



Unions lower ~ i n g  turnover by providing B "ay for employers and journcymcn to 
d o n a l l y  invest in the human capital of apprentices. ColIectively bargained agreements crmte 
wage incentives for apprentices to stay with training programs, and also cause their employers 
to promote ha. workers' passage to journeyman W. Unions also enmurage the career 
attachment of &cd journeymen by providing mIatively high wages and health aud rttiramcnt 
insurance, which is increasingly amactivo to workers 8s they age. By creating carter jobs in a 
casual labor rnarkct, unions c rme  thc institutions needed to makc human capital invcstmcnt a 
rational market d v i t y .  
. With the Iowering of Construction wages, young construction workers Will limit the amount 

of human c a p i d  hey invcst in themselves. With R lower stake in c o m c t i o n  skills md the 
d i s q p m a n c t  of  wages in t he  form of  health and old-agc hwance, it becomes more rwonab le  
for rnauyjomcymanGonstruction workus 10 abandon construction work enrirely h e n  they start' 
families, 'This is M additional loss of built-up human capital. 

The lors of a w e e r :  Contractors have attempted to minimize the effect of this incrtascd 
ski11 voltlrility in thc industry by encouraging attachment of workers to t h c u  firms. Still, despito 
initiatives such as profit-sharing, 401K plam,  and heal& insurance to bind key workers to tho 
firm, construction firm turnover remains high. It appears that the decline of unions has bttn 
assocked with thc decline of the career worker in construction, E diminution in incentives to 
invest in G o m c t i o n  skills. and m increasing loss of accumuIatcd human capital as apprcnticts. 
and journeymen l a v e  rhc d e s .  

T6c loss of human capital and career jobs in this indmtry does not a p p w  as a pn'vatc cost 
on thc lcdgcrs of any singlc conmaor. Nonetheless, t h e  industry and society at large pxy a prim 
for the 10s of middIe-class occupations in construction. Not only is quality in &c industry at risk 
whcn human capital stocks are ailowed to dwindlc, but the quality of our society is imperiled 
whcn wc dismantle tha institutions that generate nabIe employment out of &It working 
conditions. 

3 

. 

* * *  

The c o n m a i o n  industry is turbulent. Caught in a pcrcnnial boom-bust cycle, cbaracterkd 
by fleeting reladonships between small contractors and subcontracton, and dtivm by short-term' 
strategi ts of fiec-riding on t h e  training of others, tj3e constnrction industry is a rnarkct failure 
waiting to happen. T h e  turmoil in the construction labor m a h t  has traditionally bcm tcmpared 
by prcVa;ling wage Iegislation and labor I m i o ~  Absmt these institutions, i t  is und& haw---. 
or whether - the market will regularly and carcfuuy train workers, or amm safm and health 
on the job sirc, or provide training oppommities for minority worken, or offer rho hmmw 
n e t d t d  to make construction an attractive carm- &vernmenipurcbtsa account for 20 p c r a n t -  
of all consrmdon in the United Stntes. For the last six decades and more, the g o v a n m c n t - ~ *  
wntribuled b tho stability in monstruction labor markets by requiring wutncbrs to pay tho 
ratts that al& prevail in a I o d  arm. Today, voiccs nrc urging tha govcmmcnt to m * ' b r - :  
purchasing p o u m  to reduce construction costs at the crpmsc of workcr incomes Such t strzdtgy 
bas a vtry r d  cost for workcn, tfic industry, and the govcmmcnt. Whcn nine states & o s b d G  

p~ thc results w a u  significantly lowcr construction wages, slightly higher cxnrtrnctiori 
employment, a m p h g  of cost O V C ~  on public w o k ,  an across-the-board 15-percent ina-casm 
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P.O. BOX 1867 
171 7 S. STOCKTON ST. 
LODI, CA 95240 

March 4 ,  1996 

General Engineering Contractor 

CON- co., 1%. 

Lodi  C i t y  C o u n c i l  
Carnegie Forum 
305 W P i n e  S t r e e t  
Lodi  CA:  95240 

R E :  Mee t ing  March 6 ,  1996 re C h a r t e r  C i t y  d e s i g n a t i o n  and  t h e  
payment of s t a t e  p r e v a i l i n g  w a g e  ra tes .  

Gent lemen:  

We are  r e q u e s t i n g  t h a t  t h e  attached copy of o u r  l e t t e r  t o  
Governor  P e t e  Wi l son  be read i n t o  t h e  r e c o r d s  at  t h e  a b o v e  
m e e t i n g .  

We hope  t h a t  a l l  of t h e  Lod i  C i t y  Counci lmembers  w i l l  t a k e  t h e  
t ime t o  c o n f e r  w i t h  t h e  Counci lmembers  of t h e  C i t y  of G a l t ,  who 
have r e c e n t l y  decided t o  d e c l i n e  a Char t e r  C i t y  d e s i g n a t i o n ,  a n d  
t h e i r  r e a s o n s  f o r  d o i n g  s o .  

We a re  a Lod i  Company, d o i n g  b u s i n e s s  w i t h  Lod i  c u s t o m e r s .  We 
c a n  c o n t i n u e  t o  p r o v i d e  t h e  q u a l i t y  service r e q u i r e d  by o u r  
c u s t o m e r s  d u e  t o  t h e  e x p e r t i s e  of o u r  s k i l l e d  u n i o n  p e r s o n n e l .  

Again ,  s h o u l d  you decide t o  Charter  t h e  c i t y ’ s  s t a t u s ,  w e  s u g g e s t  
t h a t  you i n c l u d e  i n  t h e  C h a r t e r  a r e q u i r e m e n t  t o  p a y  p r e v a i l i n g  
wages i n  your  p r o p o s a l .  

S i n c e r e l y ,  

Andrew S t e p h e n s  
P r e s i d e n t  

AMS/cld 

E n c l o s u r e  



P.O. BOX 1867 
1717 S. STOCKTON ST. 
LODI, CA 95240 

General Engineering Contractor 

CoNsTRuCTIoN co., INC. 
LOO1 (209) 3301% 

STOCKTON (209) 4632492 
FAX (209) 3334993 

February 12, 1996 

Governor Pete Wilson 
State Capitol 
Governor’s Office 
Sacramento CA 95814 

Dear Governor Wilson: 

My company is a small construction business that specializes in 
grading and paving in the Sacramento Valley. We have been in 
business for 16 years and have managed to survive the California 
recession by offering quality service to our customers and a safe 
and equitable work enviornment to our employees. 

Originally, our company was non-union. After a few years doing 
work requiring the payment of Prevailing Wages, we felt it would 
benefit both the company and our employees to become a Union 
Shop. 

We have found a substantial customer base with several school 
districts and small citiss (such as Lodi and Galt) where we are 
able to compete with other small businesses and provide quality 
service to OUT customers, competing with established companies 
utilizing skilled, well-paid construction workers. 

We are addinq our voice to those cf other small businesses who 
request your support 5 y  allowing the continuation of California’s 
prevailing wage laws. 

You got my vote in the l as t  election. As a small businessman, at 
this critical t i m e  in the recovery of California, I hope I can 
now count on you to support the State’s current prevailing wage 
policy. 

Sincerely, 

Andrew Stephens 
President 

AMS / c Id 

cc: Fatrick johnson, Senator 5 t h  District 
c c :  Michael Machado, Representative, 17th District 
c c :  Department of Indust rial 9eiat ions, 

Division of Labor Stat 1st ics and Research 
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Rs a cnricerned employer,  I am v o i c i n g  my o p i n i o n  
i n  r e g a r d s  t o  changing L o d i  t o  a c h a r t e r  c i t y .  I f  one o f  
the  r-easnnr; b c h i n d  t h i s  is t.o 5ave money on p r e v a i l i n g  
waae j o b s .  I f ~ e l  t h e  c i t y  s h o u l d  keep t h e i r  economic t h i n k . -  
i.ng t o  ci. t y  b u s i n e s s  and n o t  t o  t h e  p r i v a t e  s e c t o r  bus iness .  
l.Je h a v e  enmi.ah govPrnment i nvo l vemen t  and r e g u l a t i o n  
i n  p r i v a t e  bu~,J.ness now a n d  w e  can n o t  a f f o r d  a n y  more. 

cJri i n t e r r i a  I. c i. t y  e c o r i n m i c s .  Perhaps u s i n g  time m o r e  
P f f i c i e n t l y  tiv a l l .  c i t y  employees, c o s t  e f f e c t i v e n e s s  
i n  5 c ) m e  i r i  I ~ C ( S P  serv.i.cec;, and maybe h i r i n g  temps 
i n s t e a d  o f  pavJ.rig e::perisive o v e r t i m e  d u r i n g  y o u r  
bi (5ie5t se?sor-ls. 

i. t_ i nsu res  cts o f  a b e t t e r  qua1 i t y  o f  1 i v i n g  , h o u s i n g ?  
Pducat.inri, and a more prosperous cornmi-tni t y .  F e t t e r  p a i d  
psnple t e n d  t .~, cperid w e l l  and i n v e s t  w i s e l y  and I f e e l  
t h a t  t h i s  i s  impor tan t .  for- L n d i .  

I n  my o p i n i o n ,  c i t y  c o u n c i l  and s t a f f  s h o u l d  work 

By keep inq  a l i v e a b l e  wage f a r  c o n t r a c t o r  employees, 



297 N. Marengo Ave. 
Suite 200 

Pasadena. CA 91 101 
(81 81 796-2022 

FAX (81 8) 796-8736 

Chartered by 
BUILDING AND CONSTRUCTION TRADES 

DEPARTMENT 

AFL - CIO 

RICHARD ZAMPA 
scoIcTu”.mEnum*n 

921 -1 1 t h  Street 
Suite 400 

Sacramento, C A 9 5 8 1 4  
(91 61 443-3302 

FAX (91 GI 443-8204 

March 6, 1996 

Dear Council Member: 

The State Building and Construction Trades Council of California represents over 250,000 
construction workers in the state of California. Our members comprise a construction workforce 
which is the most eficient and well trained in the world. The union construction worker in 
California goes through years of intense classroom and low paying apprenticeship preparation. 
Our members make this sacrifice because when they graduate as journeymen they are able to get a 
Sood paying job with which they can support their families. 

Both the State of California and the Federal Government have had “prevailing wage laws” since 
193 1 .  The laws were enacted to insure that skilled employees who work on public works projects 
in California will be paid at least the wages and benefits that “prevail” in their local communities, 
and that unscrupulous contractors will not have an incentive to import unskilled workers from 
other parts of the country who are willing to work for less than local workers. 

Some local public officials erroneously believe that repealing prevailing wages will appreciably cut 
the costs of public projects. It is not uncommon for local officials to maintain that savings of 20- 
30% can be achieved on the total cost of a project if there are no prevailing wages. This is totally 
false. Total labor costs on public works projects in California only average 21%. Workers would 
have to work for free to achieve 20-30% savings. Any savings would be in the range of 1-2%, 
and these savings would be more than offset by the loss of income and sales tax revenue from 
workers and the loss of revenues to local business. 

First, construction workers in your area contribute more money to your community than you may 
be aware. Every union construction worker and their families are covered with private health . 
insurance. There is currently no mechanism in place to pay for their health care if you take away 
their benefits. Union health insurance plans pay out over 1.28 billion dollars a year to California 
health car providers. This includes $35 million to San Joaquin County alone. Without the 
protection of prevailing wage requirements, this insurance coverage will disappear. 



Second, apprenticeship programs in your area will be severely limited. Union apprentice 
programs are the only programs turning out skilled graduates every year. Other apprentice 
programs exist on paper, but if you press the people responsible for these programs they cannot 
point to more than a handfbl of actual graduates. If prevailing wages are repealed unions will be 
hard pressed to maintain the quality and quantity of qualified apprentices. The State as well as 
Lodi will suffer as a result. 

Finally, we believe you will be sending you are sending the wrong menage to workers and citizens 
of this community. Public construction jobs constitute almost one-fourth of the construction 
activity in California. They provide an opportunity for state and local government to set a 
standard for working local working conditions while paying a fair wage in the process. By 
repealing prevailing wage, Lodi will be sending the message that it is okay for local workers and 
contractors to be replaced by fly-by-night contractors utilizing low skilled, out of state and 
undocumented workers to build city projects. 

There are myriad other reasons to keep prevailing wages. Please consider more than the hollow 
promise of short term cost savings by repealing prevailing wages. Your decision will affect 
thousands of people in your community. 

Sincerely, 

Bob Balgenorth 
President 



RESOLUTION NO. S4.X 
ADOPTED BY T H E  SACRAMENTO CITY COUNCIL 

A RESOLUTION OF TBE CI” COUNCJL OF THE CITY OF 
S A C F U i i N T O ,  CALIFORMA, RELATING TO MAINTAINING 
DAVIS-BACON PREVAILING WAGE STANDARD IN CALIFORMA 

WKEREAS, the construction industry plays a vital and important part in the economic 

well-being of the City of Sacramento by providing jobs and a s tady  stream of revmue into the 

community; and 

WHEREAS, a dynamic and growing construction industry is dependent on a workforce of 

highly trained and skdled construction workers; and 

WTEPEAS,  the wages determined to prevail in local communities are required to be paid 

to construction workers on state and local agency public works Trojects and which zre responsible 

for maintaining a stable and skilled work force, providing a living wage to workers and their 

farnhes providing health and retirement benefits to workers and their families, a d  helping to 

suppoit apprenticeship training programs; and 

WHEREAS, the University of Utah recently completed an in-depth study of the economic 

impacts resulting from the repeal of prevailing wage legislation in nine sates and which 

conclusively shows that the wages of all construction workers, union and non-union ahke,. were 

.- FOR CITY CLERK USE ONLY 
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RESOLUTION NO.: 

DATE ADOPTED: SE@ 0 5 1995 T . 
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sigtificmtly reduced, that the states lost substantial income and sales [ax revenues which far 

exceeded any savings realized on the cost of public works projects, that construction workplace 

injuries skyrocketed because of the use of undiilled workers, that apprenticeship training was 

reduced by almost half, and that construction project experienced an increased number of cost 

overruns and change orders; and 

WHEREAS, a11 available evidence conclusively proves that California's prevailing wage 

requirements do not inflate the cost of public works, but to the contrary, help maintain a highly 

trained and stable work force who reside in the communities where they are employed; 

NOW, THEREFORE BE IT  RESOLVED BY THE CITY COUNCIL OF THE CITY OF 

S.4CK4lMENT0, CALIFORNIA, to recognize the importance of prevailing wage laws, reaffirm 

its unwavering commitment to uphold prevailing wage requirements on City public works projects; 

and declare its desire that these laws be continued without change; and, ,  . 

BE IT FURTHER ESOLVED,  that the City Clerk transmit a copy of this resolution to 

the Governor, [he Director of the Depariment of Industrial Relations, and appropriate members 

o i  ;he State Legislmre.  

. 

J O E  SERNA, J R  

A'ITEST: 

VALERIE BURROWES 

City Clerk 

Mayor 

FOR C l n  CLERK USE ONLY 
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v I c MYE R s 1 N c SHEET METAL PRODUCTS 

320 S. SACRAMENTO STREET 
LODI, CALIFORNIA 95240 0 POST OFFICE BOX 235 

LODI, CALIFORNIA 95241 
-Since 1944 - 

TELEPHONE (209) 334-5700 
(209) 943-71 90 

FAX (209) 334-0930 

Mat-ch 6, 1976 

Dear Mayor- b f a r r i e r ,  

Qs a concct-ned emplnyer,  I am v o i c i n q  my o p i n i o n  
i n  r e g a r d s  t o  changinu L o d i  t o  a c h a r t e r  c i t y .  I f  one o f  
t h e  r - e ? . ? 5 0 r i ~ i  behind t h i s  is t.o save money on p r e v a i l i n g  
c.Jaae . jobs, I feel t.he c i t y  shou ld  k e e p  t h e i r  economic t h i n k -  
i n g  t c i  c i t y  bus iness  and n o t  t o  t h e  p r i v a t e  sec to r  bus iness .  
lale have F)ngi-f.Qh cjovernment i nvo l vemen t  and r e g u l a t i o n  
i n  p r i v a t e  hu5i.ness n o w  and we can n o t  a f f o r d  any more. 

on i r i t e r n a l  c i . t y  economics.  Ferhaps u s i n g  time more 
e f f i c i e n t l y  by  a l l  c i t y  employees;. c a s t  e f f e c t i v e n e s s  
i n  sc)(iie i r i  I-IDI-~SE s e r v i c e s ,  and maybe h i r i n g  temps 
ins tpad o f  pav ing  ex pens ive  o v e r t i m e  d u r i n g  you r  
br . \ s ip s t  s ~ ~ s o r i s .  

i. t_ i n s u r e 5  of a better qcl.al i t y  o f  1 i v i n g  , housing 
PdL.Icat.inri! and a more prosperous comm!mi t y .  Fet ter  p a i d  
people tend  t o  s p ~ n d  w e l l  and i n v e s t  w i s e l y  and I f e e l  
that t h i s  i s  impor tant .  f o r  L o d i .  

I n  my o p i n i o n .  c i t y  c o u n c i l  and s t a f f  should work 

B y  k e ~ p i n q  a liveable wage f o r  c o n t r a c t o r  employees, 
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M E M O R A N D U M  F R O M  T H E  
O F F I C E  O F  T H E  C I T Y  

A T T O R N E Y  

DATE: March6,1996 

TO: Honorable Mayor & City Council Members 

FROM: Randy Hays, City Attorney 

RE: Prevailing Wage A Perspective 

In reviewing the file which I have regarding the prior activities of the City Council relative to the 
question of a city charter, one of the items that seems to be of importance is the question of 
prevailing wage. Therefore the purpose of this memo is to flesh out that topic relative to some 
real numbers. The real numbers are based upon information provided to me by the Public Works 
Department regarding public works projects that include general fimd funded projects and 
enterprise fund funded projects. 

The key here is that only those public works projects which contain only City of Lodi dollars are 
counted. That is because if you have a public works project which has state dollars or federal 
dollars in it, it is required under the terms of the receipt of those dollars that either California 
Prevailing Wage Rates are paid or that federal Davis-Bacon Act wage rates are paid. There is no 
way around those requirements. With regard to the numbers provided a couple of assumptions 
were made. On an average it is assumed that fifty percent of the dollars in a public works project 
are attributable to labor. That doesn’t hold true for all projects. Some of the projects were 
significantly less labor intensive. Those were assumed to have labor costs of twenty percent. 

The following numbers represent the labor dollars that were susceptible to some savings possibly 
for the years listed: 

1991 $ 52,632 

1992 $ 32,495 

1993 $ 21,347 

1994 $ 446,928 

1995 $1,011,834 

J : \ C A \ C  I TY \C 0 R R E S \ N  - P R V H G I .  0 0 C 



These numbers represent dollars from the general fund. It should also be pointed out that 1994 
and 1995 really represent inflated numbers since in those years the City had extraordinary 
expenses associated with the refurbishing undertaking of old City Hall. 

For enterprise fund expenditures the figures are as follows: 

1991 $136,650 

1992 $205,547 

1993 $ 57,499 

1994 $226,796 

1995 $446,574 

Whether or not any money would be saved by not being compelled to pay prevailing wage on the 
labor numbers just referenced is the real subject of the debate. However, there is certainly an 
argument to be made that some savings would occur. The level of savings that can occur is 
really not a known quantity. However, you frequently hear numbers in the range of 15 to 20% 
being available to be saved. If for the sake of argument you use 15 or 20% the amount of dollars 
that potentially can be saved on labor costs would simply be that percentage times the numbers 
that are contained in this memo for the various years. 

This memo does not attempt to say that there in fact would be savings since it is not possible to 
know how a particular job would be bid. The idea of this memo however is to put some flesh 
onto a skeleton in order to guide any discussion on this issue. 

Respectfully submitted, 

cc: City Manager 


